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E.O. 11652: N/A 
TAGS: ENRG, ID 

SUBJECT: USG TAXATION OF INCOME EROM OVERSEAS OPERATIONS OF US OIL 
COMPANIES 

REE: A) STATE 166673, B) JAKARTA 7508 

1. APPRECIATE REPLY CONTAINED IN REF A. AS PRACTICAL 
MATTER, WE NOW BELIEVE NEED FOR SOME FORM OF COORDINATION 
AT THIS END IS NO LONGER AS URGENT IN LIGHT OF RECENT VISIT 
BY ROGERS AND WELLS' LAWYERS GRANT AND EISHER. ACTION ON 
THIS MATTER APPEARS TO HAVE SHIFTED TO WASHINGTON. 

2. OFFICIAL IN GOI DEPARTMENT OF MINES RECENTLY TOLD 
EMBOFF THAT GOI HAS ADVISED ROGERS AND WELLS THAT CHANGES 
PROPOSED BY GRANT AND FISHER IN LANGUAGE OF PRODUCTION- 
SHARING CONTRACT ARE ACCEPTABLE TO INDONESIANS. THESE 
CHANGES INVOLVE: A) MODIFICATION IN PAYMENTS MECHANISM SO 
THAT COMPANIES PAY DIRECTLY TO DEPARTMENT OE FINANCE, 

B) TEMPORARY TRANSFER OF TAX OIL AT POINT OF EXPORT SO THAT 
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COMPANIES HAVE TITLE TO OIL WHEN THEY MAKE TAX PAYMENTS 
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TO GOT C) REVISION OF COST RECOVERY CEILING. ROGERS 
AND WELLS HAS DISCUSSED THESE PROPOSED CHANGES WITH 
OIL INDUSTRY REPRESENTATIVES IN U.S. WHO CONCUR. NEXT STEP 
APPARENTLY WILL BE REQUEST BY US TAX SUBJECT FOR 
IRS RULING BASED ON PRESENTATION OF NEW SET OF 
FACTS. 
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